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CHAPTER I 



INTRODUCTION 

Objective 

During the past twenty-five years Japan has evolved 
from a war-ravaged country subsidized by the United States 
to a major industrial nation advancing at twice the speed of 
any other industrial country. Japan has grown economically 
to take a current position as the world's third largest 
industrial producer behind the United States and the Soviet 
Union. 

Paul Samuelson, the distinguished American economist, 

envisions the possibility of a 160 percent growth in Japan's 

Gross National Product between 1970 and 1980.'*' Herman Kahn, 

a widely respected expert on Japan, predicts that that 

nation will continue building from its present base of power 

and that by the year 2000, it will surpass the United States 

in per capita G.N.P. to become the richest nation in the 
2 

world. The continuous real economic growth has averaged 

Ipaul A. Samuelson, "Japan Revisited," Newsweek , 
November 15, 1971, p. 101. 

2 

Herman Kahn, The Emerging Japanese Superstate: 
Challenge and Response (Englewood Cliffs, N.J.: Prentice- 

Hall , Inc., 1970), p. 130. 
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ten percent (since 1954) and is without parallel in the 
modern world. (See Table 1 and Chart 1.) Implications of 
this make Japan an important customer, supplier, and 
formidable competitor of the United States. 

It is felt that a survey of Japanese management's 
concepts and practices which can be contrasted with those 
of the United States would be timely and hopefully useful. 
The success of that nation's managers in developing their 
economy will have a far-reaching impact on executives around 
the world. The growing interaction between these two 
societies requires a greater appreciation for the unique 
aspects of the two individually, and as they affect one 
another. The object of this study is to survey comparative 
management concepts and practices which have materially 
contributed to the economic success of both nations. It is 
hoped that a better understanding of the similarities and 
differences in managerial practices will prove of value to 
managers and students of management as the cultures of the 
United States and Japan come into greater contact in the 
future. 



Scope 

The scope of research for this thesis has been 
constrained due to the author's inability to read either 
Japanese ideographic script (Kanji) or the two current 
syllabaries (Katakana and Hiragana) . Therefore, source data 



TABLE 1 



GROWTH RATE OF GNP (Real %) 





1955-1960 


1960-1965 


1965-1968 


Japan 


8.9 


10.0 


12. 4 1 


Canada 


3.4 


5.5 


4.8 


France 


5.3 


5.8 


4.8 


W. Germany 


7.6 


5.0 


3.1 


Italy 


5.6 


5.3 


6.0 


U.K. 


2.7 


3.4 


2.3 


U.S.A. 


2.2 


4.8 


4.7 


U.S.S.R. 2 


9.1 


6.6 


7.9 



^Figure for 1965-1969. 
2 

Net material product. 



Source: OECD and United Nations 
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CHART 1 

index of Real GIMP Growth 




The United States in the Changing World Economy 
(Peterson Report) . 



Source : 
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has been necessarily reduced to those publications in English 
and French and to translations of Japanese works by other 
persons. By this restriction, much valuable information may 
have been omitted. However, a rather extensive bibliography 
has been developed with emphasis given to literature 
published since 1965. 

Personal interviews with foreign service officers at 
the U.S. Department of State, Bureau of Far Eastern Affairs, 
and the Japanese Embassy in Washington, D.C. provided 
considerable insight into the Japanese philosophy, culture 
and values. Additional perceptions of Japanese management 
practices and contemporary changes in attitudes of recent 
graduates of educational institutions regarding lifetime 
employment and remuneration tied to seniority were cited by 
Katsuhiro Fujiwara, the chief economist of the United 
States-Japan Trade Council. 

Organization 

The study has been organized in a fashion to permit 
a comparative analytical approach to the evolution of 
managerial concepts and practices in the United States and 
Japan. An attempt has been made to maintain historical 
perspective throughout all the chapters . 

In the writing of this study, the Japanese practice 
of giving the family name first has been observed where the 
names appear in the text. References to authors in the 



footnotes and in the bibliography are in the standard 
Western manner with family name last. In addition, because 
so many Japanese terms have been used, a glossary of these 
has been added as Appendix I to facilitate identification. 

As a basis for understanding the Japanese concepts 
and practices of management, and to provide a conceptual 
framework from which to expand. Chapter II examines the Post 
World War II economy of Japan. The effects of U.S. 
occupation and legislation aimed at dissolving the Zaibatsu 
are covered along with the reasons for the unparalleled 
economic growth. 

Chapter III describes the Japanese management 
concepts and practices which are in some cases unique to 
that country. 

An analytical comparison is made in Chapter IV of 
behavioral, functional and institutional dimensions which 
interface with the practices of management in Japan and the 
United States. 

The national spirit and concern for productivity 
has imbued the labor, management, and government with a 
collective relationship which has been dubed "Japan, Inc." 
Japanese management since World War II has played a 
significant role in the genesis of "Japan, Inc." Based 
upon the facts presented, Chapter V draws a conclusion 
as to the effects that Japanese managerial practices have 
had on the development of their viable and modern economy. 
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The durability of these practices is examined in light of the 
dynamic forces which have been thrust upon the country as a 
result of sustained growth. A determination is made 
regarding the universality of management principles and 
their effect on the managerial practices in the United States 
and Japan. 

The writer has a Western point of view which serves 
as a base for utilizing management concepts for comparative 



purposes . 



CHAPTER II 



BASIC CHARACTERISTICS OF JAPAN'S POSTWAR ECONOMY 

Background 

When General of the Army, Douglas MacArthur , Supreme 

Commander for the Allied Powers (SCAP) , returned to Japan on 

August 30, 1945, to begin seven years of allied occupation, 

he found a nation whose economy was completely shattered 

and whose major cities had been devastated by bombing. 

Twenty-two million Japanese, or 30 percent of the civilian 

population, were homeless.^ - What remained of Japan's 

2 

manufacturing capability was outmoded or worn down. 

Economic Policies of the Occupation 
The allies chose to further reduce Japan's war- 
making potential by exacting reparations. The United States 
post-surrender policy for Japan was promulgated in such a 
manner that the SCAP was able to exercise little latitude 

^Jerome B. Cohen, Japan's Economy in War and 
Reconstruction (Minneapolis: University of Minnesota Press, 

1949) , pp. 406-408. 

2 

SCAP , Summation of Non-Military Activities in 
Japan and Korea for September-October 1945 , No. 1 (Tokyo: 
SCAP-GHQ, January 1946), pp. 48-54. 



8 



9 



in initial occupation policy which was designed to 

. . . insure that Japan will not again become a 

menace to the United States or to the peace and 
security of the world .... The existing economic 
basis of Japanese military strength must be 
destroyed and not be permitted to revive .... To 
this end, it shall be the policy of the Supreme 
Commander ... to favor a program for the dissolu- 
tion of the large industrial and banking combinations 
which have exercised control of a great part of 
Japanese trade and industry. 



The policies of Japan have brought down upon the 
people great economic destruction and confronted 
them with the prospect of economic difficulty and 
suffering. The plight of Japan is the direct out- 
come of its own behavior, and the Allies will not 
undertake the burden of repairing the damage. 1 

The prospects of economic recovery were further 
diminished on November 1, 1945, when the Joint Chiefs of 
Staff gave direction to SCAP as follows: 

You will not assume any responsibility for the 
economic rehabilitation of Japan on the strengthen- 
ing of the Japanese economy. You will make it 
clear to the Japanese people that you assume no 
obligation to maintain any particular standard of 
living in Japan. 2 

As a result of the initial hard-line policy, 

Japanese leaders, both governmental and industrial, were 
confronted with an almost insurmountable task of rebuilding 
the economy. The initial recovery was slow. Although later 



U.S. Department of State, War and Navy, United 
States Initial Post- Surrender Policy for Japan , as published 
in the U.S. Department of State, Occupation of Japan, pp. 
78-79. 

2 

JCS Staff Directive 1380/15, as published in Cohen, 
Japan's Economy , p. 417. 
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abandoned, 1930-1934 was selected as a base period for 
determining Japanese peacetime requirements. By 1947 
production amounted to only 40 percent of the established 
base . ^ 



President Truman appointed Edwin W. Pauley as his 
representative on reparations. Pauley headed a commission 
which dealt Japanese industry a severe blow. On March 1, 
1946, the Pauley report, among other things, urged that: 

The Allied Powers should take no action to 
assist Japan in maintaining a standard of living 
higher than that of neighboring Asiatic countries 
injured by Japanese aggression .... Under this 
principle, a broad view should be taken of the 
economy, and especially of the varying degree of 
industrialization of Eastern Asia as a whole. The 
overall aim should be to raise and to even up the 
level of industrialization. This aim cannot be 
served by considered allocation, to different 
countries, of industrial equipment exacted from 
Japan as reparations. Reconstruction is an 
urgent need of all countries against which Japan 
committed aggression. Reconstruction is also 
needed in Japan. In the overall comparison of 
needs Japan should have the last priority. 



The zaibatsu . . . are the greatest war 

potential of Japan. It is they who made possible 
all Japan's conquests and aggressions .... 
Unless the zaibatsu are broken up, the Japanese 
have little prospect of being able to govern 
themselves as free men. As long as 2 the zaibatsu 
survive, Japan will be their Japan. 



U.S. Department of the Army, U.S. Army Area Hand- 
book for Japan , 2nd ed. (Washington, D.C.: Government 

Printing Office, 1964), p. 659. 

2 

Edwin W. Pauley, Report on Japanese Reparations to 
the President of the United States (U.S. Department of State 
Publication 3174, Far Eastern Series 25, Washington, D.C.: 
Government Printing Office, 1946), pp. 6-7, 39-40. 
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Dissolution of the Zaibatsu 
A major policy decision which reshaped the Japanese 
economy involved the steps which were taken to deconcentrate 
Japanese industry and emasculate the Zaibatsus . This effort 
of debilitating the huge politically and economically 
powerful combines took three forms: first, the ownership 

base of industry was broadened by severing current owner- 
ship ties through confiscation of stock, dissolution, and/or 
reorganization of specific companies; second, the severing 
of personal ties; and third, the passage of major legisla- 
tion with regard to monopoly and deconcentration. ^ 

In order to remove the threat of future military 
expansionist type influence, the following specific actions 
were taken: First, the four principal Zaibatsu (Mitsui, 

Sumitomo, Yasuda, and Mitsubishi) were directed to transfer 
"all securities owned by them and all other evidences of 

ownership or control of any interest in any firm, corpora- 

2 

tion or other enterprise" to a Holding Company Liquidation 
Commission. Second, the leaders of Japanese industry were 
cited for their part in World War II and became the target 
of a SCAP personnel purge. As stated in JCS Directive 
1380/15 of November 1, 1945, the object was 

1 Thomas A. Bisson, Zaibatsu Dissolution in Japan 
(Berkeley: University of California Press, 1954), pp. 

80-85. 

2 Ibid. , p. 241. 
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To eliminate all persons who have been active 
exponents of militant nationalism and aggression. 

In the absence of evidence ... to the contrary, 
you will assume that any persons who have held key 
positions of high responsibility since 1937 in 
industry, finance, commerce, or agriculture have 
been active^exponents of militant nationalism and 
aggression . 

There is considerable disparity between source data 

figures as to the number of top executives actually purged. 

2 3 

Combined source data varies between 4,764 to 4,020 
persons (directors, staff members with executive responsi- 
bility, auditors, etc.) who were required to cease work 
within their particular combine for ten years. Thirdly, two 
types of legislation were enacted which were designed to 
eliminate the monopolization of industry by the Zaibatsu . 
First, an antimonopoly law, the "Law Relating to [the] 
Prohibition of Private Monopolies and the Maintenance of 
Fair Trade," became law on April 14, 1947. This law was 
based upon a draft proposal submitted to the Japanese 
government by the Antitrust Division of the U.S. Justice 
Department and served to prohibit private monopolies from 
engaging in unreasonable restraint of trade and unfair 
methods of competition. When enacted it was very similar 



^ Ibid . , p. 188. 

2 

Eleanor M. Hadley, Antitrust in Japan (Princeton, 
N.J. : Princeton University Press, 1969), pp. 92-102. 

3 

Bisson, Zaibatsu Dissolution in Japan, pp. 165- 



175. 



